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Reserve Bank of India’s Report on Currency and Finance 


The Reserve Bank of India’s Report on Currency 
and Finance for the fiscal year ended March 31, 1958 
observes that in the year 1957-58, on the whole, there 
was an accentuation of the stresses and strains to which 
the Indian economy has been subjected in recent years, 
owing mainly to increased development activity under 
the impetus of the Five Year Plans. This was reflected 
in a considerable decline in foreign assets. India’s 
foreign exchange reserves, which had fallen by Rs 2.21 
billion (US$464 million) in 1956-57, decreased in 
1957-58 by Rs 2.60 billion ($546 million), after 
allowance is made for drawings from the International 
Monetary Fund. At the end of March 1958, the re- 
serves amounted to Rs 4.21 billion ($884 million), 
including gold coin and bullion valued at Rs 1.18 
billion. The current account deficit in 1957-58 was 
Rs 4.51 billion ($947 million)—the highest so far. In 
the second half of the year, there was some improve- 
ment in the balance of payments position, which was 
reflected in a reduced rate of withdrawal from reserves. 
This proved to be temporary, and since April 1958 
the imbalance in payments has tended to widen again. 

According to the Report, the basic trend of agricul- 
tural production in recent years has been upward, with 
wide variations from year to year in the output of 
important commodities. The over-all index of agri- 
cultural production (agricultural year ended June 1950 
=100) was 123 for 1956-57—a rise of 6 per cent 
over the previous year. Agricultural output in 1957-58, 
according to provisional estimates, may not show an 
increase, because of prolonged drought in extensive 
areas of the country; in fact, the output of rice is placed 
at 24.8 million tons, compared with 28.3 million tons 
in 1956-57. As for industrial production, the rising 
trend of recent years continued in 1957, but the rate of 
increase was smaller. The average index of industrial 
production (1951=100), at 137.2, was 3.5 per cent 
higher than in 1956, against increases of 8.6 per cent 
in 1956 and 8.1 per cent in 1955. Shortages of raw 
materials following the drastic cut in imports, as well 
as a slackening of demand in certain sectors of indus- 
try, such as cotton textiles, are among the factors that 
have caused the slowing down in the rate of industrial 
production. A feature of industrial growth in 1957 
was the significant rise in the output of heavy and light 


engineering goods. With the substantial increases 


recorded in agricultural and industrial output, national 
income in 1956-57 rose by 5.1 per cent, to a total of 
Rs 110.10 billion at constant (1948-49) prices. Esti- 
mates of national income for 1957-58 are not yet 
available; however, the Report states that, in view 
of the decline in output of some agricultural com- 
modities and the relatively small rise in industrial 
production, the increase in national income in 1957-58 
(at constant prices), if any, is likely to be very small. 

The price situation, which had worsened in 1956-57, 
caused less concern during the year under review; the 
general index of wholesale prices (1952-53=—100) 
continued to rise until August 1957, but there was a 
Steady decline thereafter. Over the year 1957-58, the 
index rose by only 1.0 per cent, compared with a rise 
of 5.9 per cent during 1956-57. Among the factors 
contributing to the improvement in the price situation 
were the sizable imports of wheat from the United 
States under Public Law 480; imports of foodgrains 
increased to 3.58 million tons in 1957, from 1.42 mil- 
lion tons in 1956. The Report points out that, because 
of the foreign exchange situation, imports of foodgrains 
have to be kept to a feasible minimum, and the coun- 
try’s requirements should be met to a greater extent 
from enlarged domestic output. An increase in market- 
able surpluses, curbs on hoarding and wasteful con- 
sumption, and suitable controls on distribution are said 
to constitute the main objective of food policy. While 
the price situation during 1957-58 showed some im- 
provement, there has been a deterioration recently with 
the re-emergence of a rising trend from February 
onward; the decline in output of foodgrains in 1957-58 
is an important contributory factor to this rise. 


Development as well as other expenditures of the 
Government increased during 1957-58, and Reserve 
Bank credit to the Government increased substantially. 
However, the impact of the increase in credit on the 
money supply was offset largely by the considerable 
external deficit and by a phenomenal rise in time 
deposits. The increase in bank credit to the private 
sector was only about half the 1956-57 increase; there- 
fore, the money supply with the public expanded by only 
Rs 750 million in 1957-58, compared with Rs 1.29 
billion in 1956-57 and Rs 2.64 billion in 1955-56. 
Over the year 1957-58, the expansion of bank credit 
was only 7 per cent, compared with 18 per cent in 
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1956-57; the rise in the money supply was 3.2 per cent, 
compared with 5.9 per cent in the earlier year. Restraint 
on credit was sought by raising the discount rate, by 
using selective credit controls more vigorously than 
before, and through moral suasion. Bank credit touched 
a peak of Rs 9.38 billion on June 7, 1957, despite 
various measures of credit control that the Reserve 
Bank had taken earlier, including a rise in the bank 
rate to 4 per cent from May 16, 1957. In the context 
of rising prices and a larger government deficit in 
1957-58, this expansion of bank credit called for further 
tightening of credit policy; various measures were 
accordingly taken to bring about a quantitative reduc- 
tion of credit. 

Reviewing the trends in the capital market, the 
Report observes that a certain decline in private invest- 
ment was inevitable, since the growth in private invest- 
ment in the preceding few years was too high and 
strained the economy. Primarily because of import 
cuts, the rate of investment in the private sector slowed 
down in 1957-58; also there was a decline in investible 
funds. Consequently, new investment activity would 
appear to have declined during the year under review, 
and the downward movement in share prices which had 
commenced in September 1956 continued during the 
greater part of the year. The net decline in the general 
index of variable dividend industrial securities (1949-50 
=100) was 13 per cent, compared with a decline of 
9 per cent in 1956-57. After the turn of the year, 
however, there were signs of revival. 

Public investment continued to rise; Plan outlay is 
estimated to have increased to Rs 8.61 billion ($1.81 
billion) in 1957-58, from Rs 6.35 billion ($1.33 bil- 
lion) in 1956-57. At the same time, nondevelopment 
expenditures, especially those on defense, also increased 
noticeably. On the other hand, the resources fell short 
of the estimates, particularly in respect of market loans 
and small savings. While the Central Governmen 
resorted to substantial additional taxation, the contribu- 
tion of the States fell short of expectations. The over-all 





U.K. Gold and Dollar Reserves 


U.K. gold and dollar reserves rose by $8 million 
during July, to $3,084 million, despite the effects of 
the Middle East crisis and the payment of $55 million 
to the European Payments Union which was required 
in settlement of transactions in June. In July, there 
was a deficit in the EPU of £18.5 million, compared 
with £25 million in June. 


Source: The Times, London, England, August 2, 1958. 
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budgetary deficit of the Central and State Governments 
—i.e., the increase in floating debt held by the Reserve 
Bank and the ways and means advances by the Bank to 
State Governments, adjusted for variations in cash bal- 
ances—proved to be much larger than was originally 
estimated; the budgetary deficit in 1957-58 was Rs 5.03 
billion ($1.06 billion), compared with Rs 2.53 billion 
($531 million) in 1956-57. Plan outlay in the current 
year, 1958-59, is placed at Rs 9.60 billion ($2.02 bil- 
lion) ; however, the budgetary deficit is estimated at only 
Rs 2.15 billion ($452 million), mainly because of 
substantial increases that are expected in external 
assistance and internal borrowings. In May 1958, the 
Government of India floated three loans, the cash sub- 
scriptions to which amounted to Rs 1.32 billion; the 
State Governments also are raising sizable. market loans 
in the current year. The view taken in the Report is 
that receipts in 1958-59, from both market loans and 
small savings, are likely to be substantially greater 
than in 1957-58. 

Because of the strain on the resources position, 
external as well as domestic, the Second Five Year Plan 
has been reappraised; the ceiling for total outlay has 
been retained at Rs 48 billion in financial terms. In 
view of the rise in commodity prices since the Second 
Plan commenced in April 1956, this decision involves 
a scaling down of the original targets. Furthermore, in 
the light of the assessment of available resources, the 
Plan has been divided into two parts: Part A involves 
a total outlay of Rs 45 billion and comprises mostly 
“core” projects; Part B, involving Rs 3 billion, is to be 
undertaken only to the extent that additional resources 
are forthcoming. Even the implementation of Part A 
of the Plan calls for further effort to augment tax and 
loan receipts. The Report observes that the main task 
before the country is, therefore, one of mobilizing ade- 
quate resources, both internal and external. 

Source: Reserve Bank of India, Report on Currency 
and Finance, 1957-58, Bombay, India, 
July 1958. 


Removal of U.K. Import and Export Licensing 


Effective August 18, U.K. import licensing restric- 
tions will be removed from a wide range of chemicals 
and allied products imported from the dollar area. The 
broad result will be that, with certain exceptions, such 
as dyestuffs and intermediate products, import licenses 
will no longer be required for most chemicals used as 
industrial materials. 

The shipping industry will shortly be granted a 
general sanction to transfer or mortgage ships abroad 
and to sell them abroad for scrap. This authorization 
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will not cover sales of certain categories of ship to 
countries in the Soviet bloc and China, or to sales of 
former naval craft to any foreign country. It has also 
been decided to discontinue the procedure whereby 
sales of ships abroad for scrap would be permitted 
only if the British Iron and Steel Corporation were 
not able to match the foreign price. 

Some freedom to export iron and steel scrap is 
being granted from August 5, and control of the price 
and distribution of scrap will cease on November 1. 
Applications for licenses to export limited quantities 
of scrap will be approved for all destinations outside 
the Sino-Soviet bloc. 


Sources: The Financial Times, London, 
July 30, 31, and August 1, 1958. 


Investment in the United Kingdom 


The Chancellor of the Exchequer announced on 
July 30 a change in treasury control over foreign invest- 
ment in the United Kingdom. Under the Exchange 
Control Act, intending foreign investors have had in the 
past to satisfy the Treasury that such investment con- 
ferred a specific advantage on the U.K. economy. This 
requirement tended to deter some kinds of foreign 
investment. Permission under the Act will, in future, 
be given for the establishment of any new enterprise 
by nonresidents. 


England, 


Source: The Financial 
July 31, 1958. 


Gold and Foreign Exchange Reserves of the Bank of France 


The Bank of France announced on August | that 
the value of its gold and foreign exchange reserves as 
recorded in the Bank’s balance sheet would be adjusted 
to the present exchange rate of the franc in terms of 
the U.S. dollar (see this News Survey, Vol. X, pp. 65 
and 154, and Vol. XI, p. 2). As a result, the Bank’s 
gold and foreign exchange reserves, which had remained 
unchanged at F 313 billion since May 1957, were 
increased to F 375 billion; the resulting bookkeeping 
profit of F 62 billion will be transferred to the Exchange 
Stabilization Fund. 


Times, London, England, 


Source: Le Monde, Paris, France, August 2, 1958. 


Tax Increases in France 


In the 1958 budget approved by the French Parlia- 
ment in December 1957, total expenditures for 1958 
were estimated at F 5,296 billion and total receipts at 
F 4,696 billion, resulting in a deficit of F 600 billion. 
By July 1958, it appeared that the original appropria- 
tions would be exceeded by F 250 billion, of which 
F 105 billion was accounted for by increased military 
expenditure. 

To keep the treasury deficit within the original limit 
of F 600 billion, which had been set by the law of 


43 


December 13, 1957 and by the budget law of Decem- 
ber 30, 1957 (see this News Survey, Vol. X, p. 315), 
the Government decided to enforce savings, which are 
expected to yield F 10 billion, and to reinforce the tax 
collection procedures, which would increase tax receipts 
by F 10 billion. The original estimate of tax receipts 
was revised upward to the extent of F 180 billion, in 
the light of the results of the first half of the year, 
the continuing expansion in industrial production, and 
the increase in prices; and new taxes were intro- 
duced which are expected to yield F 50 billion. The 
new taxes include special taxes on large residences, 
yachts, and racehorses more than three years old 
(estimated yield, F 3 billion); a tax on the incomes of 
individuals who live in high-rent dwellings (estimated 
yield, F 16 billion); an extraordinary 2 per cent tax 
on 1957 company profits (estimated yield, F 16 bil- 
lion); an increase from 24 per cent to 27.5 per cent 
in the “value added” tax on spirits and on the construc- 
tion of luxury dwellings, and the abolition of a partial 
exemption from this tax on phonograph records (esti- 
mated yield, F 7.5 billion); and a further increase of 
F 2.80 per liter to F 95.50 per liter (US$0.23) in the 
price of gasoline (estimated yield, F 7.5 billion). 


Source: Le Monde, Paris, France, August 2, 1958. 


Price Policy in France 


The French Minister of Finance declared on July 25 
that he is opposed to any general lowering or blocking 
of prices, and that considerable progress has been made 
in stabilizing domestic prices. At the beginning of 
August, further stabilization measures were taken with 
a view to holding off wage demands, particularly in 
the nationalized sector. Manufacturers were persuaded 
to lower the prices of a number of consumer goods, 
such as electrical household appliances (by 2-5 per 
cent), school composition books (by 3 per cent), nylon 
articles (by 3-5 per cent), motorcycles and scooters 
(by 10 per cent), and it was announced that the Gov- 
ernment would maintain the price of coal unchanged. 

Negotiations are in progress for a reduction of meat 
prices by 5 per cent, and additional imports of wine and 
fruit are under consideration. While the basic price of 
wheat for the 1957-58 crop was recently set at F 3,596 
per quintal (compared with a world market price of 
some F 2,700 per quintal; | quintal—100 kilograms), 
i.e., 7 per cent higher than last year but 5 per cent 
lower than had originally been planned, the Govern- 
ment also decided to grant a subsidy estimated at some 
F 10-11 billion in order to prevent the increase in the 
price of bread, which would otherwise have resulted 
from the increased price of wheat. 

Sources: Le Monde, Paris, France, July 27-28 and 
August 2, 1958. 
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Economic Situation in Norway 


The Norwegian national budget for 1958 (see this 
News Survey, Vol. X, p. 250) estimated a deficit in 
the current balance of payments of NKr 1.1 billion 
(US$154 million). However, existing conditions and 
recent developments indicate that the actual deficit is 
likely to be greater. The balance of payments for the 
first quarter of 1958 showed a current account deficit 
of NKr 190 million ($27 million), compared with a 
surplus of NKr 19 million in the first quarter of 1957. 
The trade deficit has been reduced from NKr 614 mil- 
lion to NKr 519 million. 

The main impact of the changed business climate 
has been on the shipping sector. Imports of ships are 
still large, following orders placed several years ago, 
whereas exports of ships have declined considerably 
since 1957. Thus, net imports of ships increased from 
NKr 246 million in the first quarter of 1957 to NKr 390 
million in the first quarter of 1958. Net freight earn- 
ings amounted to NKr 655 million in the first quarter 
of this year, NKr 170 million less than in the first 
quarter of 1957. As a consequence of the decline in 
freight rates and the reduced demand for shipping 
tonnage, the number of ships that are laid up has 
increased; on June | it reached 133, or 8 per cent of 
total tonnage. The total tonnage laid up almost equals 
the net increase in the merchant fleet in 1957, so that 
the size of the fleet in active employment is about the 
Same as a year ago. 

A reduction in demand from abroad is reflected in 
the index of production for the export industries. While 
the production index for manufacturing industries in 
the first four months of 1958 was 3% per cent lower 
than in the same period last year, the corresponding 
decline in the index for export industries was more than 
10 per cent. Poor marketing conditions abroad have 
led to cuts in metal production; and prices, particularly 
of ferroalloys, have tended to fall. 

In some export industries, the decrease in produc- 
tion resulted less from slackening demand than from 
shortages of raw materials. The poor yield of the 
herring fisheries has been the main reason for the heavy 
decline in output of the oil and fat industry, and it has 
also reduced production in the canning industries. Lack 
of electric power has caused a lower output of nitrogen. 

The production index for industries producing for 
the home market was | per cent lower in the first four 
months of 1958 than in the first four months of last 
year. Since production in power plants, which is 
included in the home industries group, increased by 
10 per cent, the decline in production for the home mar- 
ket strictly defined has been somewhat greater than is 
indicated by the production index. 

Unemployment this year has been higher than in 
1957; it was 15,000 at the end of May, 7,600 more 
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than at the same time last year. It is expected to remain 
higher than usual in the next few months. 

Commenting on the economic situation, the Minister 
of Finance said, on June 12, that up to now the reces- 
sion abroad has influenced the employment and unem- 
ployment figures in Norway to only a minor extent. 
Judged by the outlook as it appears now, the number 
of unemployed next winter may exceed what is consid- 
ered a normal and unavoidable seasonal unemployment, 
unless specific measures are adopted to counteract this 
trend. Some measures have already been initiated: one 
half of total blocked taxation funds, amounting to 
NKr 300 million, will be released on September 1, and 
the other half by September 1 next year at the latest, 
depending on the course of economic development, and 
some tax cuts, mainly in personal taxes, will be intro- 
duced during 1959. The Government is also prepared 
to approve bond issues in excess of the ceilings already 
established, for projects of high priority, particularly 
power plants, in the event that such projects will con- 
tribute to increasing employment during the winter in 
districts where the situation is difficult. The Govern- 
ment is further prepared to plan various measures for 
employment within an expenditure limit of NKr 100 
million, determined by its current evaluation of the 
situation. 

The Minister of Finance stressed that it is impossible 
to make any precise forecasts of developments in the 
next year. Actual developments may prove better than 
the present outlook indicates. In that event, the need 
for special measures will be reduced. On the other hand, 
difficulties might be greater than expected. The author- 
ities, therefore, will continue working on plans that may 
materialize if more comprehensive antirecession meas- 
ures should prove necessary. 

Source: Norges Bank, Bulletin, Oslo, Norway, June 20, 
1958. 


Sweden's Foreign Exchange Reserves 


The gold and foreign exchange holdings of the 
Sveriges Riksbank decreased during the first six months 
of 1958 by SKr 47 million, to SKr 2,313 million. During 
the same period, the commercial banks’ net foreign ex- 
change reserves declined from SKr 478 million to 
SKr 257 million. Total net reserves of gold and foreign 
exchange thus decreased by SKr 268 million, to 
SKr 2,570 million (US$496 million). In the first half 
of 1957, total net reserves fell by SKr 163 million, to 
SKr 2,602 million. 

At the end of June this year, holdings of gold and 
U.S. dollars were SKr 2,519 million, or 98 per cent of 
total reserves, compared with SKr 2,576 million at the 
end of 1957. 
Source: Svenska 

July 25, 


Dagbladet, Stockholm, Sweden, 


1958. 
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German Interest Rates 


The Special Bank Supervisory Committee in West 
Germany, on which the bank supervisory authorities 
of the Lander are represented, has decided to lower the 
interest rates paid on savings and time deposits, but 
the date on which the new rates will become applicable 
has not yet been fixed. The rate of interest on savings 
deposits is to be reduced from 3% per cent to 3 per 
cent for those at legal period of notice, from 4 per cent 
to 3% per cent for those at notice of six months to less 
than twelve months, and from 5 per cent to 4% per 
cent for those at notice of twelve months and over. The 
time deposit rates will be reduced correspondingly. The 
4% per cent rate at present paid on deposits of over 
DM 50,000 for more than one year is to be reduced 
to 4 per cent. No change will be made in the interest 
on funds withdrawable on demand. 

In commenting on the reductions, Handelsblatt says 
that the move is an important step toward restoring to 
normal the interest rate level in West Germany. Al- 
though the commercial banks were advocating a more 
far-reaching reduction, they recognize that, in the pres- 
ent situation, the Committee has gone as far as could 
be expected. The fresh political tension in the Near 
East has not been without repercussions on banking 
business. Greater purchases of raw materials have 
tended to revive lending operations, while on the capital 
market hasty selling by foreign investors has quickly 
removed the excess of demand hitherto prevailing. In 
this changed situation, a more drastic lowering of inter- 
est rates was not to be expected. Nevertheless, the 
reduction of most of the deposit rates goes beyond the 
Y2 per cent lowering of the discount rate on June 26. 
The rates for monies at notice and for fixed periods 
have been reduced rather less than those for savings 
deposits, in order to prevent the emergence of a suffi- 
ciently wide gap between the savings and time rates 
that would have provoked switching. 

The Committee also took steps to adjust the rates 
applied to bank loans. The lowest (4% per cent) of the 
maximum interest rates on current account credits has 
been reduced to 4% per cent. The cost of current ac- 
count credit, including credit commission, has thereby 
been lowered by 2 per cent, to 72 per cent per annum. 
This will enable the smaller borrowers to benefit in full 
from the cheapening of credit resulting from the lower- 
ing of the discount rate. Provided the political situation 
in the Near East improves, the Committee proposes to 
re-examine, in the early autumn, the conditions govern- 
ing credits and deposits, paying particular attention to 
the credit commissions, which in the central bank’s 
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view are too high in relation to those obtaining abroad. 
It also intends to consider whether it would not be ad- 
visable to preclude legal entities from maintaining sav- 
ings accounts and to reserve them exclusively for private 
individuals. The purpose of an arrangement of this kind 
would be to eliminate the risk of switching from savings 
to time deposits and thus to strengthen the capital 
character of savings deposits. 
Sources: Frankfurter Allgemeine Zeitung, Frankfurt 
am Main, Germany, July 19, 1958; Handels- 
blatt, Diisseldorf, Germany, July 21, 1958. 


German Investment Abroad 

West German private investments abroad in the first 
quarter of 1958 totaled DM 89.7 million; 97 per cent 
of the capital was provided by financial transfers and 
3 per cent by contributions in kind. Since 1952, invest- 
ment abroad approved by or reported to the authorities 
has totaled DM 1,824.5 million—DM 334.7 million in 
1952-54, DM 379.5 million in 1955, DM 526.4 million 
in 1956, DM 494 million in 1957, and DM 89.7 million 
in the first quarter of 1958. By continents, the invest- 
ment was as follows: Europe DM 623.9 million, Africa 
DM 98.2 million, Asia DM 77.8 million, America 
DM 969.9 million (United States DM 190.2 million, 
Canada DM 232.9 million, and Central and South 
America DM 546 million), and Australia DM 54.6 
million 


Source: Handelsblatt, Diisseldorf, Germany, July 18-19, 
1958. 


Reduction of Austrian Oil Deliveries to the Soviet Union 

The Governments of Austria and of the Soviet Union 
have concluded an agreement which provides for a 
50 per cent reduction of Austrian oil deliveries to the 
Soviet Union. (The State Treaty of 1955 called for 
deliveries by Austria to the Soviet Union of $25 million 
worth of goods annually for six years, as compensation 
for the return of former Soviet-controlled enterprises, 
and of | million tons of crude oil annually for ten years, 
as compensation for the release of the oilfields and 
affiliated enterprises.) The new agreement provides that 
during the next seven years Austria’s net commitment 
will be to deliver only 3.5 million tons of crude oil in- 
stead of 7 million tons, while the Soviet Union will 
deliver to Austria, after January 1, 1959, 3.5 million 
tons of Soviet oil, at a rate of 500,000 tons a year, to 
compensate for half the annual delivery of 1 million 
tons of oil delivered by Austria to the Soviet Union. 
The Soviet authorities have stated that the 3.5 million 
tons of crude oil supplied by the Soviet Union will be 
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delivered free of charge either to the Austrian border, 
or c.i.f. Austrian ports on the Danube, and that deliv- 
eries will be spread approximately evenly over the whole 
year. The purpose of this arrangement is to enable the 
Soviet Union to meet its long-term commitments with 
regard to Austrian oil to third countries (mainly Czech- 
oslovakia and Poland). The Soviet Union has also 
expressed its readiness to accept in the fifth and sixth 
years of Austria’s compensation deliveries (i.e., during 
the period July 1959-July 1961), as a replacement for 
the supply of 200,000 tons of Austrian oil per year 
(which is part of the supply of goods worth $25 million 
annually), other goods to be agreed upon between 
Austria and the Soviet Union in later negotiations. 

Austria’s oil production has been declining in recent 
years. During the first half of 1958, its output of crude 
oil amounted to 1,443,806 tons, 11 per cent less than 
during the first half of 1957 and 21 per cent less than 
during the first half of 1955. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, 
July 26, 1958. 


Stabilization Program for Turkey 


The Government of Turkey has adopted a broad 
stabilization program designed to arrest inflationary 
pressures, to strengthen the country’s balance of pay- 
ments position, and to prepare the ground for future 
balanced development of resources. The Government 
has consulted the International Monetary Fund on 
changes in the Turkish exchange system, to become 
effective August 4 as part of the stabilization program. 
The new exchange system establishes, as a result of a 
surcharge and premiums applied to the par value of 
LT 2.80 per U.S. dollar, a single effective import 
(selling) rate of LT 9.00 per dollar and three effective 
export (buying) rates—LT 4.90 for a first list of com- 
modities, LT 5.60 for a second list, and LT 9.00 for all 
other commodities, invisibles, and capital transfers. 
Simultaneously, all other multiple currency practices 
are being eliminated 

The changes in Turkey's exchange system are aimed 
at removing the pre-existing disparity between internal 
and external prices. This will help the authorities to 
restore a stable price structure internally and to facil- 
itate the reduction of export subsidies. The Govern- 
ment’s program includes measures designed to balance 
the budget, to eliminate deficits of the government eco- 
nomic enterprises, and to restrict credit expansion. The 
Government is adjusting its investment policy to give 
priority to projects that will most effectively stimulate 
exports or reduce imports. 

To assist the Turkish Government in its program, 
financial facilities have been provided as follows: credits 
equivalent to $100 million to be extended by Govern- 
ments that are members of the Organization for Euro- 


pean Economic Cooperation and the European Pay- 
ments Union and $234 million by the U.S. Government. 
In addition, the Fund has agreed to a purchase of 
foreign exchange from its resources amounting to the 
equivalent of $25 million, half in U.S. dollars and half 
in deutsche mark. There will be a standstill of six 
months in connection with a substantial part of Turkey’s 
external debts, and in this period negotiations will take 
place on new schedules of payment. 

The Fund welcomes the comprehensive nature of the 
Turkish stabilization program, the success of which will 
depend on its determined implementation by the Turkish 
authorities. The Fund will remain in consultation with 
Turkey. 

Source: International Monetary Fund, Press Release, 
Washington, D.C., August 3, 1958. 


Far East 
Thailand's Rice Exports 


Rice exports from Thailand were 1,301 million 
pounds in the period January-May 1958. The total was 
17 per cent less than the exports in the first five months 
of 1957, but was greater than the exports in the same 
period of any other year since 1950. 

Exports of rice to Japan, Ceylon, Korea, and the 
Persian Gulf declined sharply. Exports to Japan were 
only 35 million pounds, compared with 204 million 
pounds in the same period of 1957. In May, however, 
Japan began to take imports under a 100 million pound 
government-to-government contract with Thailand. 
Shipments to Singapore, Indonesia, and Mauritius dur- 
ing January-May 1958 were somewhat larger than in 
the previous year. 

A strong foreign demand for rice is expected through 
1958. Timely rains for the planting of the 1958-59 
crop should encourage farmers to market the rest of 
their 1957-58 crop and enable them to export some of 
the new crop before the end of 1958. Exports for the 


year as a whole have been estimated at 2,650 million 
pounds. 


Source: Department of Agriculture, Foreign Crops 
and Markets, Washington, D.C., July 14, 1958. 


Taiwan's Foreign Exchange Position 


The foreign exchange account of the Bank of Taiwan 
showed an over-all surplus of US$5.3 million during 
the first six months of 1958, compared with a surplus of 
US$19.3 million in the first half of 1957. The decline 
was caused chiefly by a decrease in the value of exports 
and an increase in the value of imports, changes in 
invisibles being unimportant. 
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The value of exports declined to US$87.6 million, 


from $97.0 million in the first half of 1957, and the 
value of imports (excluding U.S. aid imports and self- 
provided imports) rose from $61.7 million to $67.8 
million. The trade surplus for the half-year was thus 
only $19.8 million, compared with $35.3 million in the 
first half of 1957. Exports of sugar, which continued to 
be the most important export item, declined from $71.5 
million to $47.0 million. Chemical fertilizers, ores, other 
metals and metal manufactures, machinery and tools, 
and crude and fuel oils were the most important imports. 

Foreign exchange receipts on account of invisibles 
totaled $9.2 million in the first half of 1958 ($9.1 
million in the first half of 1957), and payments de- 
creased from $25.1 million to $23.7 million. The deficit 
on invisible account, which during both periods was 
more than offset by the trade surplus, thus fell from 
$16.0 million to $14.5 million. 


Source: Bank of Taiwan, Report on Foreign Exchange 
Business, Taipei, Taiwan, June 1958. 


United States and Canada 


Increase in U.S. Stock Margin Requirements 


The Board of Governors of the Federal Reserve 
System has increased margin requirements on security 
purchases from 50 per cent to 70 per cent. The use of 
credit for these purchases has ris°n sharply this year, 
increasing by $650 million in the six months ended 
June 30. A sharp rise im stock market prices has ac- 
companied this rise in credit. The Dow-Jones industrial 
average rose more than 10 per cent between mid- 
January and the first part of August. The Board’s action 
is the first credit tightening move since the summer of 
1957. Stock margin requirements were lowered from 
70 per cent to 50 per cent in January 1958. 

Source: The Wall Street Journal, New York, N.Y., 
August 5, 1958. 


U.S. Development Loan Fund Activities 

The U.S. Development Loan Fund signed its first 
agreement with a foreign private business firm on 
July 25, providing for a loan of $2,750,000 to the Asia 
Cement Corporation for the purchase and installation of 
equipment in a new cement plant in Taiwan. The loan 
carries interest at 5¥%2 per cent and is repayable in 
20 semiannual installments. 

On July 28, an agreement was signed for a Develop- 
ment Loan Fund loan of $900,000 to the Government 
of Ceylon for the purchase of highway construction 
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equipment and materials (see this News Survey, Vol. X, 
p. 405). This loan carries interest at 3% per cent 
and is repayable in 20 semiannual installments. 

It has also been announced that the Loan Fund has 
agreed to a US$40 million loan to Iran for the imple- 
mentation of economic and financial projects. The loan 
bears interest at 34% per cent and is repayable in 
12 years. 

Sources: Department of State, Press Releases, Wash- 
ington, D.C., July 25 and 28, 1958; Jran 
Press Bulletin for Trade and Economics, 
Tehran, Iran, July 14, 1958. 


Interest Rates in Canada 


In response to a plentiful supply of funds for short- 
term investment, Canadian short-term interest rates 
dropped to an all-time low during the last two weeks 
of July. On July 31, the 91-day treasury bill yield was 
down to 0.87 per cent, from 1.45 per cent two weeks 
earlier. The Bank of Canada discount rate, which is 
tied to the treasury bill rate, fell correspondingly, from 
1.70 per cent to 1.12 per cent. The previous record low 
for the treasury bill yield, 1.50 per cent, had been 
reached only once—on August 4, 1955—since 1944. 
The cash liquidity of the chartered banks was also high 
in July, with an average cash ratio of 8.4 per cent of 
Canadian dollar deposit liabilities. The legal monthly 
average minimum is 8 per cent, and during the past 
18 months the banks ordinarily have not been keeping 
more than 8.1 per cent or 8.2 per cent of deposits in 
cash. 

Canadian long-term interest rates remained relatively 
high in spite of the sharp drop in the short-term money 
market. On June 25, the yield on some 20-year govern- 
ment bond issues was 3.89 per cent, compared with 
4.17 per cent a year earlier, and the fall in yields was 
still less in longer-term bonds. 
Sources: The Globe and Mail, 

August | and 2, 1958. 


Toronto, Canada, 


Latin America 


Paraguay’s Stand-By Arrangement with Fund 

The International Monetary Fund has entered into 
a stand-by arrangement that permits the Government 
of Paraguay to draw up to $1.5 million from the Fund 
during the next 12 months. The Paraguayan Govern- 
ment is maintaining a program of economic stabiliza- 
tion and exchange reform which was initiated last 
August (see this News Survey, Vol. X, p. 49). At that 
time, a $5.5 million stand-by arrangement was made 
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with the Fund, under which subsequent drawings 
amounted to $4 million. Paraguay also concluded a 
$5.5 million exchange agreement with the U.S. Treasury 


last August, and this agreement has been extended for 
another year. 


Source: International Monetary Fund, Press Release, 
Washington, D.C., July 31, 1958. 


Other Countries 


Australian Balance of Payments 


According to preliminary estimates, Australia’s in- 
ternational reserves fell by £A 42 million, to £A 525 
million, in the year ended June 30, 1958; they had risen 
by £A 212 million in the preceding 12 months. 

The current account showed a deficit of £A 178 
million in 1957-58, compared with a surplus of £A 93 
million in 1956-57. The greater part of this deteriora- 
tion resulted from a fall in export proceeds, which was 
attributable mainly to the decline in world prices for 
most of Australia’s exports and to the effects of dry 
seasonal conditions. Exports of wool and sheepskins 
fell from £A 504 million to £A 394 million; greasy wool 
averaged 62.3d. per pound at the 1957-58 auctions, 
against 79.7d. per pound in the previous year, while 
the effects of the dry season reduced production by 
9 per cent, to 1,428 million pounds. These effects were 
also largely responsible for a reduction in the wheat 
harvest to 96 million bushels (the postwar average has 
been about 160 million bushels); export proceeds for 
wheat and flour were £A 43 million, only a little more 
than half that for the previous year. Total exports were 
valued at £A 814 million in 1957-58 (1956-57, £A 978 
million). 

Total imports rose from £A 718 million to £A 791 
million in 1957-58, as a result of increases in imports 
of producers’ materials and equipment and finished 
consumer goods. The increase in the net deficit on in- 
visibles from £A 167 million to £A 201 million was 
due to larger freight payments (mainly because of the 
higher volume of imports) and increases in investment 
income payable overseas, government overseas expend- 
iture, and expenditure by Australians traveling abroad. 

Net receipts from official loans and other official 
capital transactions were £A 13 million in 1957-58, 
compared with net payments of £A 3 million in 1956-57. 
Net drawings on IBRD loans amounted to £A 13 mil- 
lion, and a loan of £A 11 million was raised in New 
York in April 1958; these receipts were partly offset 
by sinking fund purchases and by the redemption in 
London of government and semigovernment debt. 

Other capital transactions brought in slightly more 
than £A 120 million, much the same as in 1956-57. 
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These transactions include net undistributed income, 
overseas investment in Australian companies, and invest- 
ment overseas by Australian residents; the figure also 
includes a balancing item covering various unidentified 
short-term movements of funds and other omissions and 
errors in both the current account and the capital ac- 
count. 


Source: Treasury Information 
Australia, July 1958. 


Bulletin, Canberra, 


Australian Import Licensing Policy 


The Australian Government has decided to maintain 
the import licensing level at the present figure of £A 800 
million for the next four months and has removed dis- 
crimination against the importation of certain capital 
equipment from the dollar area. Some items have also 
been exempted from import licensing in line with the 
policy of simplifying administration. 

In announcing these decisions on July 31, the Minister 
of Trade stated that the Government regards a stable 
level of import licensing as very important if disruption 
of business is to be avoided. Continuation of the current 
rate of imports could reduce international reserves. The 
new policy on dollar capital equipment should have 
valuable cost-saving advantages for industry. It applies 
to capital equipment (other than electrical), including 
parts; electrical machine apparatus and appliances, in- 
cluding parts; and television transmission and studio 
equipment and parts. 
Source: The Financial 

August 1, 1958. 


Times, London, 


England, 


Bank Reserve Ratios in New Zealand 


The Reserve Bank of New Zealand raised the reserve 
ratio for bank demand liabilities from 26 per cent to 
28% per cent with effect from July 30. The ratio for 
time liabilities remains unchanged at 10 per cent. 
Source: The Financial 

July 29, 1958. 


Times, London, England, 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
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The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 


The Secretary 


INTERNATIONAL MONETARY FUND 
19th and H Streets, N.W. Washington 25, D. C. 





